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Korean War Bonus Developments 


Five States to Vote on Proposals November 6; Eleven Have Programs. 


A Tax FouNDATION SURVEY 


O* Election Day, in addition to voting for candidates for state or national office, voters in five 
states will be asked to approve or disapprove bond issues totaling $150.5 million to pay for 
bonuses for Korean War veterans, according to a new Tax Foundation survey. 


In four of the states, (lowa, Rhode Island, Ohio, 
and West Virginia), the voters will be asked to pass 
on bond issues connected with original bonus prop- 
osals. In the fifth, Louisiana, the electorate will be 
called on to consider a $2 million addition to a pre- 
vious bonus authorization. Eleven states have Korean 
veteran bonus payment programs currently in opera- 
tion or authorized. 


Whatever the decisions at the polls, these referenda 
represent the latest in a series of state moves to pro- 
vide—as was done for World War I and World War II 
veterans—a cash bonus for those who served in the 
Korean War. 


After World War I, twenty states passed veterans’ 
bonus proposals, and the precedent set then was re- 
sponsible for bills introduced in the legislatures of 
the 21 states which provided bonuses for World War 


Il veterans. 


However, while about as many states approved 
bonus payments to the veterans of the Second World 
War as for World War I, it may be significant that to 
date the states have been less quick to pass legislation 
for Korean veterans. In part, this may be attributed 
to the fact that benefits to veterans have taken other 


forms, i.e., hospitalization, college scholarships, vo- 
cational rehabilitation, home and farm loans, and 
tax exemptions. 


Korean bonus developments do not stop at the 11 
states with bonuses currently in operation nor with 
the states with Election Day votes coming up. For 
example, in Illinois, which has never authorized a 
state bonus, a Veterans’ Compensation Commission 
has been created to make a study relative to the pay- 
ment of a bonus for Korean veterans. It will make its 
recommendations to the state’s legislature when it 
meets early next year. 


Special Benefits Given 


In Pennsylvania, a bonus for Korean veterans is 
in the offing. The 1955 legislature authorized the 
eventual payment of a bonus (estimated cost, $150 
million). But under state law, the authorization must 
gain the approval of two successive state legislatures, 
plus the ayproval of the state’s voters. It is likely that 
the upcoming session (1957) will see an attempt to 
gain approval again, with the proposal going before 
the electorate at the next appropriate election. 
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Thus, unless the example of Montana’s voters (in 
twice refusing a bonus to Korean veterans) is fol- 
lowed, it appears likely that those states having a 
Korean veterans bonus will ultimately approach in 
number those granting bonuses for World War I and 
World War II veterans. 


Replies to a recent Tax Foundation questionnaire 
indicate, however, that the absence of borus legisla- 
tion does not imply indifference to veterans’ pro- 
grams. In many states other special benefits are ex- 
tended to veterans, and in still others where no bonus 
has been approved, action awaits the re-convening 
of the state’s legislature. 


Half For Welfare 


As pointed out in a recent Department of Com- 
merce study on spending for veterans, of the amounts 
spent for veterans’ benefits and services by the states, 
1946 through 1955, (in addition to whatever bonus 
programs were in operation) almost half went for 
welfare services (including pensions and institutional 
care), and another 19 percent went for veterans’ 
housing. 


Thus, while California has never voted a bonus, 
that state has, to recent date, issued $550 million of 
“general obligation veterans’ bonds,” and another 
$500 million issue of a new series is scheduled for 
approval or disapproval on Election Day. Indeed, 
a recapitulation of benefits accorded the California’s 
veterans of all wars (since World War I), shows that 
Veterans’ Bond Acts aggregating $635 million had 
been approved up to June, 1956. The proceeds of all 
issues are invested in farm and home purchases for 
veterans. 


The funds provided by the sale of these bonds are 
used by the state to acquire properties for resale to 
veterans, who contract to repurchase the property 
from the state on a moderate amortization basis. The 
installment payments furnish the funds for debt serv- 
ice on the bonds and the expenses of operation, ac- 
cording to the California’s Department of Veteran 
Affairs, thus making the project self-liquidating. 


Wisconsin, which has not authorized or paid a 
cash bonus for military service in either World War 
II or Korea, has evolved what it calls a program of 
“more lasting benefits,” based on World War I ex- 
perience. The program, instituted in 1943, has seen 
the expenditure of more that $63 million through 
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June of this year. The benefits afforded include re- 
habilitation loans, housing loans, and grants for hos- 
pitalization, medical care, care of dependents, and 
education. 


Similarly, Alabama, which has never voted a bonus 
for veterans of any war (a Korean bonus has been 
put up in legislative committee but never voted out) 
has what it calls its own “G. I. Bill” providing for 
educational and other benefits. 


And while no Korean veterans’ bonus has been 
authorized in Wyoming, the state has always given 
veterans exemption from property tax on $2,000 of 
assessed valuation. The exemption was broadened to 
include Korean veterans in 1953. In 1955, a limit of 
$800 cash benefit was placed on the exemption. 
Wyoming veterans coming under this limit attain a 
cash benefit greater than the maximum payment 
under any state bonus program. 


Methods employed by the states to meet Korean 
bonus fiscal commitments — as is also the case in 
World War II bonus payments—vary considerably. 
Of the 11 states with bonuses currently in force, four 
have met their commitments with the proceeds of 
bond issues which are amortized from general fund 
revenues. These states and the amount of bonds 
authorized are: Connecticut, $20 million; Delaware, 
$3.5 million; Michigan, $80 million; New Hamp- 
shire, $1 million. New Hampshire reports that an ad- 
ditional $500 thousand will be required to complete 
bonus payments. 


Debt service requirements of a Korean bonus issue 
in Massachusetts ($70.2 million issue) are provided 
from earmarked cigarette and liquor taxes, and in 
Louisiana ($10 million issue), from an earmarked 
tax on beer. 


Similarly, North Dakota will finance a $9 million 
issue from earmarked revenues to be determined by 
the 1957 legislative session. 


Methods of Financing 


In Indiana, an estimated $21 million Korean bonus 
is payable from the residue of a World War II vet- 
erans’ bonus fund accumulated directly from a surtax 
(now expired) on gross income. 


South Dakota combines the residue of a World 
War II bonus fund and the proceeds of additional 
sales, property, alcoholic beverage, and cigarette 
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Arizona No 
Arkansas No 
California No 
Colorado No 
Connecticut 1955 $20.0 $300 $20.0 Gen’l. Fund 
Delaware 1955 3.25 300 3.5 Gen’l. Fund 
Florida No 
Georgia No 
Idaho No 
Illinois No(@) 
indiana 1955 21.0 600 (b) 
lowa (c) 26.0(c) 500(c) 26.0(c) Earmarked state 
property tax 
Kansas No 
Kentucky No 
Louisiana 1954(¢) 12.0(¢) 250 2.0(c)(d) Earmarked tax on beer 
Maine No 
Maryland No 
Massachusetts 1954 70.2 300 70.2 Earmarked cigarette, 
liquor tax 
Michigan 1954 60.0 500 80.0 Gen’l. Fund 
Minnesota No 
Mississippi No 
Missouri No 
Montana No 
Nebraska No 
Nevada No 
New Hampshire 1955 1.0(e) 100 1.0 Gen’l. Fund 
New Jersey No 
New Mexico No 
New York No 
North Carolina No 
North Dakota 1956 9.0 (f) 9.0 (f) 
Ohio (c) 90.0(c) 400(c) 90.0(c) As determined by 
Sinking Fund Comm. 
Oklahoma No 
Oregon No 
Pennsylvania (g) 
Rhode Island (c) 10.0(c) 200(c) 10.0(c) Gen’l. Fund 
South Carolina No 
South Dakota 1955 10.5 650 (h) 
Tennessee No 
Texas No 
Utah No 
Vermont 1950 1.5 115 i) 
Virginia No 
Washington 1955 10.0 200 ) 
West Virginia (c) 18.5(c) 400(c) 22.5(¢) (k) 
Wisconsin No 


Wyoming 











(a) Recommendation of Veterans’ Compensation Comm. relative to Korean Bonus scheduled for 1957 Legislature. 

(b) Payable from residue of WWI! bonus fund accumulated directly from a surtax, now expired, on gross income tax. 

(c) Subject to voter approval November 6, 1956. 

(d) In 1954, voters authorized $10 million bonus bond issue financed from a tax on beer sales. This tax will be applied to an additional 
$2 million bonus bond issue if approved by voters, Nov. 6, 1956. 

(e) An additional $500,000 appropriation will be requested to complete bonus payments. 

(f) To be specified by 1957 legislature. 

(g) The 1955 legislature approved an estimated $150 million bonus. Acceptance by the 1957 legislature followed by that of the voters is 


required to gain final approval. 
(h) Additional sion, poaperth, alcoholic beverage, and cigarette levies (now expired), along with $2.5 million from a WWII bonus fund. 


(i) Paid directly from the general fund. 
(j) From the residue of WWI! bonus bonds payable from earmarked cigarette tax. 
(k) Additional tax on cigarettes, non-intoxicating beer, liquor, consumer sales, or a graduated income tax, singly or in combination. 


Source: State Veterans Officials. 
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levies for direct payment of a $10.5 million bonus. 
Because sufficient revenue for bonus payments has 
been accumulated from the additional taxes, they 
have now been dropped. 


Vermont, where a bonus totaling $1.5 million has 
been granted, is the only state to finance bonus com- 
mitments directly from general fund appropriations. 


Washington employs the residue of World War II 
bonus bonds financed from earmarked taxes on cig- 
arettes to pay a $10 million Korean bonus. 


By and large, maximum bonus payments to Korean 
veterans equal those proferred veterans of the Second 
World War, and among states with bonus payments 
currently in force they range from $100 payable in 
New Hampshire to $650 in South Dakota. 


Maximum proposed payments in those states which 
will pass on a bonus proposition on Election Day 
will be: lowa, $500; Ohio, $400; West Virginia, 
$400; and Rhode Island, $200. 


If the bonus proposal is approved in Iowa, pay- 
ments will be made out of a $26 million bond issue 
financed from a state property tax levy. 


Ohio plans a $90 million issue, payable upon voter 
approval, as determined by the state’s Sinking Fund 
Commissioners. 


Rhode Island’s $10 million bonus issue, if passed, 
would be financed by bonds serviced from general 
fund revenues. 


West Virginia’s approval of a $22.5 million pro- 
gram would be accompanied by a broad mandate for 
bond retirement based on an additional tax on cig- 
arettes, non-intoxicating beer, increased mark-ups on 
wine and liquor sales, or a graduated income tax— 
these to be used singly or in combination. 


Korean war bonus developments, along with state 
provisions for financing bonus commitments, are 
traced in the accompanying table. As shown, states 
frequently have been forced to levy new or additional 
taxes in order to meet the expense generated by bonus 
authorizations. 


Add to Tax In:2act 


The bulk of bonus authorizations come at a period 
when states generally are under increasing financial 
pressure. Unprecedented demands for schools, high- 
ways, and other general requirements, along with 
the burden of national defense, have pushed tax loads 
to peak levels. Levies for veterans’ benefits—bonuses 
and other—have added to the tax impact. 


Today just short of one in two persons is either a 
veteran, is in the armed forces, or is someone in the 
family of an armed forces member. Thus, veterans 
generally stand to benefit markedly from the broad- 
ened coverage of the new social security programs. 
This development on one hand, and unprecedented 
demands for governmental outlays which benefit all 
the people on the other, might well influence future 
veterans’ benefit programs. 


* 


This Review is taken from a Tax Foundation interim survey of veterans’ bonus developments, Five 


years ago, a project note, Cush Bonuses for World War II Veterans was published. This interim 


survey, together with other veterans’ bonus material, will be incorporated in a summary of states’ 
veterans’ benefits to be published next year. 
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